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President Sixto Duran Ballen's bold economic austerity plan, launched in September, has produced
some positive results, including an increase in foreign reserves, a sharp drop in interest rates
and a steady decline in inflation. Nevertheless, a crunch in government spending has led to
constant protests by unions and civic organizations, with a new wave of public sector strikes rapidly
spreading throughout the country since the end of November. On Sept. 3, one month after taking
office, the Duran administration opted for shock therapy to attack the country's fiscal and monetary
imbalances. The central measures included a 35% currency devaluation, floating interest rates
and a series of cuts in public spending to slash the state's soaring fiscal deficit, estimated at US
$700 million, or 7% of GDP. The most controversial moves included plans to privatize the majority
of state businesses and institutes, drastically reduce government bureaucracy through massive
layoffs and administrative reorganization, and eliminate public subsidies on an array of services
and goods. This last measure included 100% hikes in electricity rates, a 470% jump in the price of
domestically consumed liquid petroleum gas and a 170% increase in the cost of motor fuel. (For the
most-recent previous coverage, see Chronicle 09/10/92.) Three months after the austerity package
took effect, government statistics show noteworthy improvement in some key areas. The currency
devaluation, which raised the exchange rate from 1,476 sucres per US$1.00 to 2,000 per US$1.00,
attracted a massive influx of dollars. According to the Central Bank, from September to November,
foreign reserves jumped by about 300%, growing from US$250 million to US$765 million. As a result,
the commercial rate (which is slightly lower than the central bank rate) began to decline, falling
from 1,930 sucres per US$1.00 to 1,890 per US$1.00 at the end of November. This encouraged a drop
in interest rates, since the surge in foreign reserves led to excess liquidity in domestic banks; the
government printed some 850 billion new sucres to cover the flood of dollars entering the country.
Interest rates fell to just 30% by the end of November down from 100% before the September
devaluation. Consequently, inflation has declined steadily over the past two months. In September,
the immediate impact of austerity had caused an unprecedented 10.6% jump in the consumer price
index the highest monthly inflation since 1978. But monthly inflation dropped to 6.28% in October
and plunged to just 1.04% in November the lowest rate in the last 5 years, according to the official
statistics office INEC (Instituto Nacional de Estadisticas y Censos). Accumulated annual inflation as
well dropped from its high of 65.8% in October to 63.89% in November. "We're on the right path,"
declared Central Bank president Ana Lucia Armijos at the beginning of December. She warned,
however, that the government must stick to its September economic program to ensure fiscal and
monetary stability. "The key is discipline and austerity in government spending," said Armijos.
"Without strict adherence to those policies, the gains made so far in fighting inflation will be lost."
Not surprisingly, such policies have spurred bitter labor disputes since September, leading to nearconstant strikes by public unions and periodic rioting around the country. In September, a wave of
street protests exploded in the capital and other urban areas after the government austerity package
took effect (see Chronicle 09/17/92). In October, some labor conflicts continued, such as a national
strike by public school teachers to demand that the government pay accumulated back wages. But
the street protests largely subsided that month, and most public unions temporarily postponed
strikes to await the outcome of government-labor negotiations, begun at the end of September. By
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mid-November, the thaw in tensions gave way to a new round of labor protests, with public sector
strikes and rioting steadily growing around the nation by early December. Following are some of
the principal conflicts: On Nov. 9, 18,000 health workers at state hospitals throughout the country
began daily four-hour work stoppages to protest the Duran administration's plan to cut the Health
Ministry budget by 17 billion sucres (US$8.5 million) in 1993, and to demand a raise of 30,000 sucres
(US$15.00) per month for all health employees. On Nov. 11, doctors from state hospitals joined the
health workers, closing down all public health services (except for emergency rooms) from 8:00
AM- 12:00 PM every Wednesday. On Dec. 8, the hospital unions expanded the four-hour weekly
work stoppages to 48-hour strikes every Tuesday and Wednesday. Union leaders warn that, as of
Jan. 1, the entire public health system will be completely shut down in an indefinite nationwide
strike. On Nov. 17, the National Federation of Civil Servants (Federacion Nacional de Servidores
Publicos, FNSP) which represents some 320,000 public employees nationwide held a 24-hour work
stoppage to protest government policies. A series of minor strikes in various public entities took
place before and after FNSP's Nov. 17 action, including periodic 24- hour walkouts at the staterun telecommunications company EMETEL (Empresa de Telecomunicaciones), the Ecuadoran
Electricity Institute (Instituto Ecuatoriano de Electrificacion), and the state railroad company. On
Nov. 11, 4,000 professors and employees from state universities and technical vocational institutes
went on strike to demand the government immediately authorize the transfer of overdue payments
for this year's operating expenses, held up in the Finance Ministry due to lack of funds. The strike
encouraged violent street protests by university and high school students in the capital, resulting
in 10 injuries and the arrest of 40 students. The students demanded subsidized bus fares, among
other things. The protests subsided after the Education Ministry ordered the suspension of classes
in Quito on Nov. 23. But on Dec. 9, more student riots exploded in Cuenco, about 300 km. south
of Quito, where protestors clashed with police after trying to take over public offices. Since Nov.
23, a wave of strikes have slowly spread throughout the country's municipalities, beginning with
32 mayoralties in the southeastern Amazonian region, grouped in the Association of Amazonian
Municipalities (Consorcio de Municipios Amazonicos). On Dec. 9, the municipal strikes spread
to the southern regions of Yahmachi and Milagro, where local workers set up road blockades to
interrupt all public transportation between those towns and the port city of Guayaquil. By Dec.
14, the strikes had spread to 13 municipalities in the northeastern province of El Oro, along the
Peruvian border, and to the coastal city of Portoviejo. The municipal unions demand that the
government repeal a new law that will place all local taxes and revenue collected by municipal
governments and autonomous state institutions under the Finance Ministry's control, effective
next year. The unions, which also demand the immediate transfer of overdue operating funds
from the central government, say the new law breaches the constitutional autonomy of municipal
administrations. On Dec. 9, 6,000 employees from the state petroleum company Petroleos de
Ecuador (PETROECUADOR) began weekly 24- hour walkouts in support of municipal workers.
PETROECUADOR employees, grouped in the Petroleum Workers Association (Asociacion de
Trabajadores Petroleros, ATP), fear that once the petroleum company's financial autonomy is lost,
the central government will lay off workers and reduce labor benefits and wages. To offset the
growing labor pressures, the government did make important concessions on Dec. 10. Among other
things, Duran announced he would not veto a bill, approved by Congress this month, to provide a
monthly bonus for civil servants to compensate for the September austerity package. The bonuses
will be granted on a sliding scale from 10,000 to 50,000 sucres (US$5.00-US$25.00). Duran also
promised across-the- board wage hikes in January, although the amount must yet be negotiated.
Still, while such concessions may undercut union radicalism in some sectors, civil servant strikes
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will likely spread by the end of 1992, since massive public employee layoffs and privatization of
state enterprises will begin at the end of December. Some 20,000 state workers already received
termination notices last month, effective Dec. 31 (see Chronicle 12/03/92). In fact, on Dec. 9, the
government liquidated its first state institute the National Pre-Investment Fund (Fondo Nacional de
Preinversion, FONAPRE) provoking 70 former employees to take over FONAPRE's offices in protest.
On Dec. 10, police violently evicted the protestors, foreshadowing bitter government-union clashes
once the full privatization program begins. (Sources: Agence France-Presse, 11/07/92, 11/09/92,
11/11/92, 11/22/92, 11/26/92, 11/30/92, 12/03/92, 12/05/92, 12/07/92, 12/08/92, 12/10/92, 12/11/92;
Spanish news service EFE, 11/18/92, 11/30/92; Notimex, 11/23/92)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 3 of 3

